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ORDINANOU No. XXIX of 1948 

AN 

OllDINANOE 

, to lim'i 1k^ dividen h lohich msty ht puid by public cotnpaniea. 

WuRNb] AS an em?rj(ron(.'y has arisen 'whifh niak«.s it necessary to limit tlie rJivi- 
dends irhieli may lie paid by public companies ; 

.NoVi', TNKREPOiiE. in cxei'cise of the povvers conferred by .section 42 of the 
Governmenli of India Aft, 1935 (29 Geo. 6, c. 2), the Governor-General is pleastsl 

to make and jjromulgatc the following Ordinance : — ■ 


■■ Preliminary 

1. Short title, extent and commenoement. — (J) Thi.s Ordinance iiia^®0#allil!!J| 
the Public (lompanies (Limitation of Dividends) Ordinance, 1948. 

(2) It extends to all the Provinces of India, and also to every Acco|MJ^Wfat(J 
to the extent to which the Dominion Legislature has power to make la-w®t&ifc*lliT 
State as respects the matters dealt with in this Ordinance. 

(.3) It Bhall coTne into force at once, 

2. Daflaitiong. — -In this Ordinanoe, unless there is anything ropngna At iir the 
subject or context,— 

(а) “ f Companies Act” means the Ind an Companie.s Act, 1913 (VU -of 

J913): 

(б) “company” moans a public comoany as defined in clause (/i’A) of 

suction 2 of the Companies Act, and includes — . :• ■ 

(i) the Imperial Bank of India constituted under the Imperial .Bank 
of India Act, 1920 (XLVII of 1920); 
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(»') any trading, banking, insnranoo or finance corporation conatitiited' 
by or under any other law in force in India, provided that such corpora- 
tion, if it had been registered as a company under the Companies AcjL 
would not have been a “ private company ” within the meaning of that 
Act ; and 

(Hi) any other incorporated body which the Central Government 
may, by general or special order, declare to be a public company for the 
purposes of this Ordinance, 

but daes not include a co-oirerative society registered or deemed to Ire registered 
under the Co-operative Societies Act, 1912 (II of 1912), or an}' other law relating 
to eo-aperativo .societies iri force for the lim? being in any part of India ; 

(o) “financial year” means the year commencing on the Ist day of April, 
Limitaiion «f dividends 

3. Dividends not to cicead ceitaiQ limite. — No company shall, after the 
comm''facemciit of this Ordinance, di.stribute as dividend dnring any finaneial yea]', 
any atim which exceeds, oi' which, when taken with any sum already distribiitcid 
as dividend during the .same jeai' whether before or aftei' the commencement of this 
Ordinance, will exceed — 

0} six per cent, of the p*’’“^’'^P capital of the company as on the 
last day' of ihe peiiod in re,spect of which the dividend is distributed, 
aftei' dcduetiJig from such cftiiital all amounts attributable to the capitalisation, 
on 01 ' after the let day of April, 1946, of one or more of the follorving, namely, 
ri'Rpl'Tcs, pi'ofit.s and appreciation of assets, or 

(h) the average annual dividend of the company, determined in the manner 
h'prf'ificd iu sections 5- to 7, 
whieheviu' i,s higher. 

4. Limit of six per cent, to be exclusive of income-tax paid by eompany, — - 

The. limit of six per cant, specified in clause (a) of section 3 she 11 be applied to the- 
amount of dividend diatributed by the company ,'imong its shareholders, payment* 
made by (he company by way of iiii'Omo-tai being ignored. 

' *3. Dividends and periods to ho taken, into account for determining average 
^ iS^ Tial djifffend.— 'fbe average aimmil dividend referred to in clause (ft) of section 
3'sball Off dqjermined with reference to — 

' ’ (a) tlie total of the dividends distributed by such company (otherwise 

, than by way of bonus sharaa) during the period of two years commencing on 
HhC let day of April, 1946, and ending with the Slat day of March, 1948, and 
s. (6)^'ltho total of the periods in respect of which each such dividend liac 
been distributed, no period however being counted more than once : 

Provided that where an intorira dividend for any period has been 
distnbuted before the Ike day oi April, 1916, and a final dividend ban been 
distributed in respect of the same poiiod on or after that date but on or 
■before the 31st day of March, 1948, such interim dividend shall be added to the 
total of the divi lenls referred to in clause (a) : 

Provided further that where an interim dividend for any period has 
been distributed on or after the let day oi April, 1940 and on or before the 
3 1st day of March, 1948, and a final dividend has been or is distributed in 
respect of the same peiiod after the latter date, then — 

( j) if the final dividend was distributed before the 5th day of October, 
1948, it shall be added to the total of the dividends referred to in clause (a) : 
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(ii) if the final dividend was oris distributed on or after the 5th day of 
Oetober, 1948, the interim dividend and the i^eriod in respect of which 
it was distributed shall not be taken into account for the purposes of this 
section ; but it shall be open to the company to claim that the interim divi- 
dend (but not the final dividend) shall be added to the total of the 
dividends referred to in clause {a), in which case the period in respect of 
which such interim dividend was distributed .shall be taken into account for 
the puiposes of clause (6). 

6. B&te of distribution of dividend.- — ^Tor the puiposes of this Ordinance, a 
dividendehall bedeemedtohave been distributed by acompany on thedatc on which 
the shaawbolders or their legal representatives have a right "to icocivc it from the 
company, whether or not it has been actually paid. 

7. ^vision for increase or reduction-in paid-up capital.— (i) (a) Wheie, sub- 
sequent to the distribution by a company of any dividend vhich has to be taken 
into aeooant for the puiposes of clause (6) of .section 3, it.s paid-up capital is increased 
fey any amounts actually paid in ca.sh, or 

(1) where, before the di.stribution of am^ such dividend, the paid-up capital of a 
company is increased by any amount. s actually paid in cash, but the amounts so 
paid aro not entitled to the benefit of such dividend, 

such dividend, and every prior dividend which has to be takeninto account for the 
puiposes aforesaid, shall be deemed to have been augmented— 

(i) pro rata, if the increase took place before the commencement of this 
Ordinance ; and '' 

(li) by a sum equal to six per centum per annum of the amounts paid in 
cash as aforesaid, if the increase took place after the commencement of this 
- Ordinance. 

(2) (a) Where subsequent to the distribution by a company of any dividend 
which has to be taken into account for the jiurposes of clause (bj of section 3, its 
paid-up capital ’is reduced, or 

(b) where, before the distribution of an\- such dividend, the paid-up capital of 
a company is reduced, but the whole of the capital as it stood before such redn*- 
tion is entitled to the benefit of such dividend, 

such dividend, and every prior dividend A\lii( I; Ics to be taken into acceuntffer the 
purposes afoicsaid, shall be deemed to have been diminished pro rata. 

Preference shares 

8. Special provision for preference shares.— E'othing contained in this Ordinance 
shall be deemed to limit in any way the dividend payable on preference sh^es is»«ed 
and subscribed for, before the commencement of this Ordinance. 

9. Prohibition of issue of preference shares at more than six per cent.— No 

company shall, after the commencement of thi.s Ordinance, issue preference shares 
carrying a right to a dividend at a rate exceeding six per centum per annum. 

Miscellaneous 

If. Power to make rules.^ — (1) The Central Government may, by notification 
in the official Gazette, make rules to caivy out the purposes of this Orainanee. 

(2) In particular and without prejudice to the generality of the foregoing power 
such rules may provide for— " ’ 

(i.) the adaptation of the provisions of this Ordinance with a view to their 
application to all or any of the bodies declared to be public eompanies 
under sub-clause (in) of clause (b) of section 2 ; 
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(n) the prevention of the evasion of the provisions of this Ordinance, and 
the removal of diQioiiltie,3 in giving effect thereto. 

11. Faw3r to mike axemptioai, ate.— The Central Government may, by noti- 
fication in t!i3 offi 3ial G lajtte, exempt any company or ela.ss of companies from all 
or any of the provisions of this Ordinance, or make any modification in the appli- 
cation of the said jjrovisions to any company or class of cofnnanies. 

12. Penalty.— Any director, managing agent, manager or other officer or em- 
ployee. of a company who contravenes or attempts to contravene, or abets the contra- 
vention of or attempt to contravene, any of the provisions relating to the distribu- 
tion of dividends, or the issue of preference shares, contained in this Ordinance or 
in any rule, notification or order issued thereunder, shall be punishable with im- 
prisonment for a term which may extend to two year.s, or with fine, or with both. 


C. R.l.rAGOPALACHAPH, 

Ooi'ernor- General. 

K. Y. BHANDARKAR, 
Secy, to the Govt, of Indi t. 


PTJBUSHED by ms MaNASER or PcBLICATIOlfS, Deihi, Indu. 

Pbebtbd by thb Managee, GovEBNitENT or India Psssa, New Bmai, Indu. 



